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1. Summary

Over the past few years rising food commodity iaed accompanying price volatility have become a
significant political and economic issue arounddtlabe. The impact on the world’s poorest is deatirgg,

with the 2007/8 food price crisis thought to havslped over 40 million people into hunger (De S&tu010,
p2). After a brief respite following the 2008 csisprices increased rapidly again, with the indiex o
international food prices compiled by the UN Foad &griculture Organisation reaching an all timghin
February 2011 (FAO, 2011a, p1l). Although food cordityoprices have subsequently fallen back somewhat,
they remain relatively high and “extremely voldti{EAO, 2011b, p1). This situation of high and @i
fluctuating food commaodity prices looks set to ¢one for years to come (FAO, 2011c, pl2).

Although high and volatile food commodity price$eat everyone, they have a disproportionate efiadhe
poorest and most vulnerable. In developed countnesmpact is moderated because food commodéies tb
be a relatively small component of food retail pscand because overall food purchases only catestin
average 10-15% of household spend (OECD, 2008 5@ so, the rising food prices are likely to hawe
impact on low income households. A report by theepb Rowntree Foundation in the UK found that recen
increased hardship had been caused in part by0th&& commodity price shocks in food and fuel (Hiset
al, 2011, p11). In developing countries, wheregberest households can spend 60 or 70% of inconfiecal)
often in the form of basic commodities, the impaanuch greater (FAO, 2011c, p14). Most at riskthose in
food importing countries reliant on basic food coadlities purchased on international markets. The DEC
estimates that a 10% increase in the price of teaelals $4.5billion to the food import bill of netporting
developing countries (OECD, 2010, p8).
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There is an ongoing and vigorous debate aroundxtent to which financial speculation in food conaity
markets contributes to food price rises and praatility. A joint report on food price volatilityritten for the
G20 by a number of agencies including the FAO, IMRCTAD, the World Bank and IFPRI illustrates the
difficulty in forming a conclusive recommendation this issue. They conclude that most analystsyrase
that increased financial sector involvement in faochmodity marketsprobablyacted to amplify short term
price swings andould havecontributed to the formation of price bubbles émtain circumstances” (FAO,
IFAD et al, 2011, pl2talics added). This does not however constitute firm eva that speculation is a
determinant of price volatility and the recommeiatabf the report, recognising the extent of disagnent
that remains, is for more research to assist remslén assessing whether regulatory responsesauéred
(FAO, IFAD et al, 2011, p22).

While the debate about speculation continues te, nagjatile food commodity prices continue to caresd
suffering. Policy makers are divided on whetheiat@ action, with Nicholas Sarkozy using France’s
presidency of the G20 in 2011 to promote greaigulegion but with more sceptical governments sigtha
UK awaiting definitive proof that speculation casi$erm before acting (Sarkozy, 2011a, 2011b; H&®41).
With resolution of the debate a long way off, tledadilt position of taking no action while waitingyffurther
evidence in a discourse that is already three y®drseems inadequate. The purpose of this papesn, is to
look at what other approaches policy makers casidenwhen making decisions about speculation aod f
commodity markets.

Although centred on the impact of speculation, tlgbate is also a microcosm of a much larger athet ol
discourse about social justice for the world’s pddrat an estimated 925 million people are undeaisbad
(FAO, 2010, p4) sits in sharp contrast to the faialnactivities undertaken by some of the wealthieople in
the developed world. This wider debate, althougheexely important, is beyond the scope of this pape

This paper suggests that the debate can be momedrtbin three areas. Firstly, this can be done by
investigating the burden of proof required befartam is taken. In complex situations where defiifproof
may never be provided, is the correct policy respalways to stick to the status quo? A growingyhuid
evidence suggests that speculation plays soménréded price volatility. Given the very real humanffering
at stake, this paper suggests that adopting a pnrecawutionary approach and limiting the extentpafcsilation
is the prudent action to take.

Secondly the debate can be broadened from itsmdiocus on whether or not speculation causes héfihat
happens if we turn the question around the othgrama ask whether speculation helps? Rather than
considering whether speculation has a negativedtnpan we assess whether speculation has a gositpact
in terms of benefiting society as a whole? Thisgragpncludes that while some speculation can peowildat
might be termed ‘social value’ by improving markquidity and taking risk from other market parpants,
additional value is unlikely to be provided by thassive scale of speculation currently taking pladeod
commodity markets.

Finally the paper argues that the debate can bednmrward by recognising that speculation in fowarkets
is not an isolated occurrence but part of a widard taking place in the economic system, a pragess
financialisation that has seen the financial s&wigector become increasingly dominant over ottwtoss of
the economy. Financial interests are active adtesfood system, as investors in and owners obuarfood
related organisations. Most relevant to the spéionl@ebate is the increasing interest of investriemds in
acquiring agricultural land for investment — sokedl'land grabbing’. The implications of this bremdssue for
the food system are beyond the scope of this p&odiice it to say that the global food systemnséikely to
meet the needs of people, especially the most ralbtepeople, if the driver of powerful interestishiv it is
limited only to investment return.

In summary, given that speculation has the capgltdicause harm, and has questionable value tetg@s
whole, the paper recommends that policy makers@tipggulatory initiatives to impose limits to spéative
activity in food commaodities markets. If speculatis a significant cause of volatility this willsalives. If
speculation is only a marginal cause, little ofuealill have been lost, and policy makers can fausther
causes of food price volatility.



The concepts of a precautionary approach and sealiad, outlined above in the context of specutgtioay
also be valuable to policy makers in other areasyéng that the vulnerable are protected andvwiagr social
benefits are considered alongside the potential&aith creation. Ultimately the creation of adaiand more
sustainable food system is dependent on the creatieconomic and financial structures that alsuswmter
people and planet alongside profits.

2. Speculation or financialisation?

The Oxford English Dictionary defines speculatisriavestment in stocks, property, etc. in the hopgain
but with the risk of loss” (Oxford University Presmdated). As a definition to describe the addsithat form
the focus of this debate this is overly broad amdainclude pretty much any investment activitycapital
markets. A definition by John Bogle, financial matkexpert and founder of a US mutual fund, is more
applicable, distinguishing speculation as differfeotn, and in fact the opposite of, investment. Bogle,
investment is about long-term ownership of busieessd the creation of ‘intrinsic value’ over tiridis
occurs as businesses produce goods and serviteslth@alue to society and increase wealth. Byrashthe
defines speculation as short-term tradingjridincial instrumentsather tharbusinessesheld on the
expectation of profit from increas@dicesrather than increaséutrinsic value(Bogle 2009, pp49-50, italics
added).

At the heart of the debate about speculation aad fwice volatility are the workings of financidlitures’
markets. These markets enable purchasers and othehged in the supply chain of certain agricustur
commodities to ‘hedge’ against the risk that comityogrices will move unfavourably. An element of
speculation has always existed in these marketsamglay a useful role. Speculators looking tdipfimm
price movements take on the risk of other markeigiygants, provide market information to help seire
accurate prices, and provide liquidity that enabbeskets to operate more efficiently (Angel and MbE,
2010, p278). As financial speculators usually arbuy when prices are low and sell when pricehayie,
they can even be seen as reducing the extremesnohadity prices (De Schutter, 2010, p4).

The debate about food commodities markets, ralfaer being simply about what might be termed ‘traddl’
speculation, refers to a broader set of activiliedertaken by non-commercial market participaniss fTanges
from very short-term speculation by high velocityders, and active trading by hedge funds and diteancial
players, to longer and more passive engagememistiyutional investors looking for exposure to coadities
via complex financial products such as commoditieinfunds. These activities are all focused oneachg a
financial return based on changes in commodityrégprices, as opposed to participating in the atarto
hedge risk inherent in food production or with e the production or distribution of the undértyfood
commodity. Using Bogle’s terms the focus is on@rieot value. In keeping with other literature ba topic,
this paper will refer to these activities as ‘sgatian’. However, a more apt term to use might be
‘financialisation’ as a description of “the incr@aginfluence of financial motives, financial markeind
financial actors in the operation of commodity nesk (UNCTAD 2011, p13).

3. Complexity

The current debate is struggling to find a consgiadwout the extent to which speculation contribtagsice
volatility or price rises. Given the complex mecisams at work, definitive proof is very difficult foroduce. In
order to prove that speculation does contribufarite volatility it must be proven:

¢ that speculative activity influences prices in fingl ‘futures’ markets for food commodities;
that prices set in financial futures markets, Far tlelivery of food commaodities at some date infthere,
alter the real or spot prices for food commoditresied today;

o that the cause of the impact is speculation rdtteer the myriad supply and demand conditions that ¢
affect food commodity prices at international, oatl and local levels.

This task is made harder because there is vdgytlitnsparency around financial contracts tradedr the
counter’ (OTC), bilateral agreements between fir@nistitutions and investors that constitute motkhe
influx of funds into food commodity markets.



The complexity involved in assessing the impadp#culation means that correlations alone do rofighe
reliable proof that speculation is a cause. Wingedorrelation of rapidly increasing commodity irdend
investment and rapidly rising food commodity pripesvides a disturbing picture, it has been ditfito prove
beyond any doubt a causal relation between the®@omplexity also means that accounts of the imphct
speculation are as dependent on theoretical expasaf how financial and commodity markets wosktlaey
are on empirical observations. As economic thesnot immutable fact, the debate about specul&ias
much about our beliefs about how the world work# esabout what is really happening on the ground

4. Burden of proof

Even though consensus in this debate has not baehed, a broad body of research at the verydeast
doubt on the view that the massive inflow of fuimite food commodity markets is a totally benignehce.

There is no doubt that food commodity markets Haeen subject to a large influx of funds by finaligia
motivated participants such as swaps dealers, caityrindex funds and money managers (FAO, IFADIet a
2011, p22). Alongside deregulation, which encoudaye growth of OTC derivatives products, commaediti
have become attractive to investors looking to iy their portfolios and hedge against inflatitdiNCTAD,
2011, p13). Olivier De Schutter, the UN Special pageur on the right to food, argues that in theup to the
2007/8 food price crisis, the failure of returnsesVhere in the financial system as a result oftheprime
crisis increased further the demand for commodit@® institutional investors (De Schutter, 20105¢6).

Critics of speculation argue that the massive inéiifunds into food commodity markets has had endu
impact on prices, causing them to rise higher thag would in response to fundamental supply amdachel
conditions. Financial institutions are able to figares markets to hedge the risk they are exptzsad a result
of selling commodity-based products to their cleliixemptions from position limits created by the
Commodity Futures Trading Commission to protectrtfagket from manipulation mean that these instonsi
can assume very large positions that can be maretém times the size of positions held by otheketa
participants (Masters, 2008; Sanders, Irwin andriig2008, p8).

Those arguing that speculation is having a sigaficegative impact come from a broad variety of
backgrounds and include economists, hedge fund geasigorominent financiers and businessmen aloagsid
campaigning organisationsn a joint letter organised by the World Develominiovement before a recent
G20 meeting, over 450 economists including acadefmien Oxford, Cambridge, and the London School of
Economics argued that “Excessive financial speias contributing to increasing volatility anccoed high
food prices” and “that prices have moved too muche based on fundamental supply and demand factors
(WDM, 2011).

At the least it seems that food commodity marketsnet behaving as they should. US wheat farmeds an
elevators are increasingly unable to use futureketato hedge production and distribution aceat{US
Senate 2009, pp44-49). A report from UNCTAD obsérreat commodity markets are becoming increasingly
linked to information flows in financial marketsidicating that factors other than supply and denzaad

driving price movements. Commodities with litttedommon are starting to move together in respamse t
announcements about economic indicators (UNCTADR120viii).

The view that speculation is having a significanpact is not unanimous. As well as economists aggthiat
there is little evidence that speculation causesthsaome commentators point to the impact of more
fundamental factors including stock levels, oikcps, bio-fuels, export restrictions and macro-eauns

factors® Nevertheless the number of respected commeniatguing that speculation is an issue is significan
and calls into question the level of evidence potiakers require before acting. What burden of piso
required? The onus is currently on critics of sjetan to prove beyond doubt that harm is causékrGthe
potential risk of human suffering, should more gydye expended to confirm that harm is not caused?

3 For example see Worthy 2011, Christian Aid 2011stdes 2008, Ghosh 2010, Timmer 2009 p38, Soros, H@Bson, Masters and
Frenk 2008.

2 For example see Bobenrieth and Wright, 2009; PiasdeThirtle, 2009, p124; Headey and Fan, 2010, pxv.



5. Economic assumptions

Economic approaches are central in this debath,ag@idemics on both sides of the debate using agono
modelling to illustrate how speculative activitflirences markets. By making assumptions about havkets
work and how people behave, economic models pravisieplified representation of the real world,hitite
aim of enabling the key mechanisms at work to ketified. Conventional financial theory assumes tha
markets are characterised by a large number offiéd buyers and sellers, and that prices refléetvailable
information. According to this theory, speculatisrunlikely to be a significant influence on comritggrices.
If a price moves up from the fundamental value Whigflects this information, informed participamteuld
see a profitable opportunity for arbitrage, witkithactions stabilising prices back at their funéatal values
(Rapsomankis, 2009, p19; Gilbert, 2009, p19).

In reality, predicting the outcome of activitiesfutures markets is more complicated. Informaticaymot be
readily available, and rational behaviour may miaa# moving prices back down to a theoretical Boaum.

In futures markets, prices could theoretically bsehed above their fundamental values (set by irdtGom
about supply and demand conditions), because tberiation on which trades are based only becomes
apparent after a period of time. While futures cardity price increases may cause immediate acti¢arins
of planting crops, there is a lag before this infation results in increased grain inventories, afgtther delay
before these are reflected in the inventory infaromathat would inform the futures market (Lagia&t2011,
pp5-6). This delay in information could result m&alled herding behaviour, where market partidipgudge
their own information to be incomplete and folldvetbehaviour of other traders, acting on the bétiaf
others in the market have better information theemt (UNCTAD, 2011, p22).

Even where other market actors know that pricesiboge their fundamental level, they may be limitethe
extent to which they engage in arbitrage. This@d a totally rational stance, as there would bgrificant
risk of loss should prices continue to move upwagisinst that arbitrage position. As economist &apher
Gilbert points out, “In practice, the informed isters are likely to sit on the sidelines until sereturns to the
market since there is no easier way to lose mamay to be right but to be right too early” (2018).pTraders
may even engage in ‘positive feedback trading’chasing contracts in the expectation that othelidaliow,
pushing up the price and enabling them to sellp@bét (UNCTAD, 2011, p22; De Long et al, 1990,943.

The quantification of herding or positive feedb&@ding behaviour is difficult, though it has bestempted
using econometric modelling (for example see Gi|li310; Tokic, 2011). Observation of market detks tus
what trades were made, but doesn’t necessarilyinapsessing the motivations of traders or thermétion
they actually used to make their decisions. Altitfoless scientific in approach, interviews with kedr
participants are therefore also important in urtdexding what is driving market activity. Commodityarket
participants interviewed for a recent UNCTAD repgeherally felt that financial investors had becanme
important and could move prices in the short tehereby increasing volatility (2011, p48).

Although economic models provide a useful way alemstanding a complex environment, they are only
theoretical, and may not capture the real worldattarised by “human beings and their intereselmbies
and normative convictions” (Archer and Fritsch, @04120). Difficulty in quantifying the impact affancial
investment, then, does not constitute proof thartetlis no impact.

6. Towards a precautionary approach

The complexity of this debate means that in a#lihkood additional research will not lead to a eorss.
Therefore policy approaches that await conclusie®fgprior to action may not provide an adequaspoase

to this issue. The current policy discourse is psechon assessing the likelihood that financiataladion
causes harm. Yet without a consensus around tderese, such an assessment is seemingly impossilale,
policy inertia is the result. In the absence ofaosive evidence, and given the seriousness afdhsequences
if speculation does cause harm, the adoption abig precautionary approach may be advisable.

The precautionary principle is a contested but lyidesed concept that provides an alternative Hasisaking
decisions about financial speculation. There isimoersally agreed definition of the precautionprinciple
and the wording used to describe it varies. Howevawing together examples of the term’s use ifouar



international treaties, the World Commission onkHiigics of Scientific Knowledge and Technology, an
advisory body to UNESCO, devised a working defamtilt states that “[w]hen human activities maydléa
morally unacceptable harm that is scientificallgysible but uncertain, actions shall be taken tidaer
diminish that harm.” (2005, p14). Risk governangpezt Andrew Stirling (2007, p310) argues that atha
risk-based approach is suitable where there isgtrtonfidence in the assessed outcomes and privieabit is
not applicable to situations characterized by uagsy, ambiguity or ignorance. It is in these uimtstances
that the precautionary principle is valuable inyidong guidance by “giv[ing] the benefit of the duiuo the
protection of human health and the environmenierathan to competing organizational or econontierests”
(Stirling, 2007, p312).

Although controversial, the precautionary princifglevidely used by policy makers to protect peapid the
environment. It is recognised in the field of envimental policy following its inclusion in Princgll5 of the
Rio Declaration, which states that a precautiomgyroach will be applied by states in order togubthe
environment (UNCED, 1992). It is also widely useduropean settings, with the precautionary ppleci
forming part of the EU’s legislative approach toderelated issues such as GM crops, food safetytend
Common Fisheries Policy (European Council, 199022@008). The European Commission published a
communication in 2000 clarifying how the precaugipnprinciple should be used in EU policy making.
Invoking the precautionary principle is seen asjpropriate approach in situations where a hazard i
identified but where scientific evaluation does albbw risk to be evaluated with “sufficient ceny”, either
because of insufficiency of data, or where the meattfi the data is imprecise or inconclusive (Euempe
Commission, 2000). These conditions appear sirtolénose apparent in assessing the impact of speaulon
food commodity markets.

Adoption of the precautionary principle might appdyfinancial speculation in food commaodity markietswo
ways. Firstly, it could be used to reassess thddyuof proof required before action is taken, gitrenhigh
stakes involved in terms of human suffering. Indgbsence of conclusive evidence, is there suffi@gitdence
to act? Secondly, it could be used to question dsresponsibility for proving that harm is caudedhe
relevant responsibility here to determine beyonabdidhat financial activity is causing harm, asusrently
assumed, or to determine beyond doubtniodtarm is caused? In other words, should the onustkose
benefiting from financial investments in food conditg markets to prove that they are not causingmar
rather than on the critics of speculation? A thualy of thinking about this is to turn the questaound
completely. Rather than asking if speculation calsem, we might ask whether it creates good.

7. Speculation and social value

The debate about the value of speculation is aoméd The economist Amartya Sen argues that AdaithSm
writing in 1776, had in mind speculators seekingessive risk when he described the activities ofjgrtors
and prodigals” who, given access to capital, “weost likely to waste and destroy it” (Sen, 2010jt8m
1986, p457). In a critique of financial speculatwritten in 1902, John A. Ryan, a Catholic theoémgand
economist, argued that whilst the miller adds tytlhy turning wheat into flour, and an investor addility by
providing capital for use in productive businesspaculator “add[s] nothing to the utility of anyoperty”
(Ryan, 1902, pp335-6).

Speculation can have an important and sociallyaldfurole in helping markets function efficientBy
participating in commodity markets, speculatorgetak the risk of producers, enabling them to preduore
food than they otherwise would (Angel and McCatfd,® pp280-281). They are also seen to provideftiene
in terms of aiding price discovery (the interactmtween buyers and sellers which determines aatsark
price), liquidity (the ease with which contractsidee bought and sold) and market deepening (tlenetd
which the market can absorb a large volume of &etiens without this affecting price) (Angel and Gabe,
2010, p281; FSA and HM Treasury, 2009, p35). Ireothords, the presence of speculators makes ercfasi
those looking to hedge to find someone to tradh,witduces the transaction cost of trading, anchtale the
market more stable. Traditional speculators cam @dse market volatility, because they tend tovidugn
prices are low and sell when prices are high (Owuer, 2010, p4).

One of the main arguments against the impositidimofs to speculative activity is that it may reduthese
benefits and harm the operation of commodity matKetthe UK, the Treasury and Financial Services
Authority opposes limiting participation in commbdimarkets, arguing that this is potentially detital to
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“efficient markets and price formation...” (FSA an@/Hreasury, 2009, p35). Yet, while these benefitym
apply to traditional forms of speculation, it is re@uestionable whether they apply to the typdmancial
activity taking place in food commodity marketsasignificant scale. In a recent paper, Lord Turner
Chairman of the UK Financial Services Authority fjSquestions some of the assumptions held bywis o
organisation in the run-up to the financial crisigt financial innovation and market liquidity veealways
good, and regulation, except in cases of specifitkat failure, to be avoided (Turner, 2010, p13)hdugh
the subject of his paper is reforming the widerkiag system, his insights seem very relevant tadtifeate
around speculation in commodity markets. Similaspectives, particularly with regard to the bersedit
market liquidity, often seem to underpin policypesses (for example see Hoban, 2011).

While recognising the benefits of increased ligyidi urner argues that the benefit it providesuisjsct to
diminishing marginal returns. In other words, askats become more liquid, the value added by furthe
liquidity decreases. Additionally in certain makehe increased number of speculators and poséiars
required to provide this increased liquidity canédna negative effect itself, leading to momentupetgffects.
Uncertainty, a lack of information, and complexngipal/agent relationships can lead to participéaikag
rational decisions that contribute to instabilitythe market as a whole (Turner, 2010, pp39-40rdfore
while speculation can contribute to liquidity, ab good, it is far from clear that this is alwadysneficial.

While the social value provided by speculationussfionable, the contribution to societal well-lgeof
financial organisations participating in the comxpgi@ancial markets is also being challenged. assical
economic theory financial intermediaries play atreduole, connecting buyers with sellers. Yet thiges not
represent the complex set of relationships thait @xifinancial markets or describe the activibés financial
sector which has grown over recent decades, satlintthe run-up to the financial crisis it providaround
25% of UK corporation tax receipts (Darling, 20p¥). Paul Woolley of the London School of Economics
argues that financial intermediaries actually @ajominant role in setting market prices. When stwes
participate in financial markets they essentiatjedate their involvement to the intermediariessTh
asymmetry of information between the financial intediary and end investor leads to mispricing & th
market, but also enables the financial intermediarmgxtract rents or excessive profits at the egpari the end
investor. Rather than providing social good infthren of efficient markets, the asymmetry of infoitioa
leads to social bad in terms of mispricing and seking (Woolley, 2011, p125, p131). In relation t
commodities, Woolley argues that these should jeeted by investors as ultimately they offer a lbagn
return of less than 0% after financial fees, aigestt to herding behaviour, and with regard to cadity
indices “can be gamed by the investment banksntlhéttain them” (Woolley, 2011, p139).

Policy-makers considering whether speculation cabaem might also consider the extent to whichctreent
high levels of speculative activity in food commiydinarkets are likely to provide value to societyaage or
even the wider economy. If they do not, shouldmi$ have as much bearing on the decision to regjakathe
profitability of the banking sector?

8. Financialisation

Speculation in food markets is not an isolated oetice but should be seen in the context of themwid
economic system. Demand for exposure to commodrit@eased as returns from elsewhere in the fiadnci
system dried up, first in property markets and timestock markets (De Schutter, 2010, p5-6; LagileR011,
p7). Rather than seeking excessive returns, thizations of institutional investors during diffikeconomic
times may have been one of risk minimisation ardséreking of any available return.

The need to earn a return is linked to a fundanheetd for growth in our economic system. In hisko
Prosperity without Growthsustainable development expert Tim Jackson tdlksdilemma between economic
growth, which is unsustainable, and ‘de-growth’jathis unstable. Failure to pursue a growth potiagrently
leads to recession, and consequently losses iihthogls and wellbeing. Yet the downsides of groimtbur
current economic system include environmental degtm and the exacerbation of social disparitleskson,
2009, pp62-64). The attractiveness of commoditieshe seen as reflecting a wider characteristouiof
current economic system: that it depends on coati@conomic growth, seemingly regardless of how tha
growth is achieved.



The need for growth may provide one of the reasdnsthe financial services industry has been ablgrow
to the extent that it can contribute 40% of corpogofits in the UK and the US (Woolley, 2010, fa)l2
Financialisation has seen rapid growth of the farservices sector in relation to the real ecopomterms
of its share of national income, corporate praditsl market capitalization (Turner, 2010, p14).

In the context of the need for growth and the damdae of the financial system, speculation is ndsalated
phenomenon. Financial firms are directly engagetiénfood system; Warren Buffet's Berkshire Hathawa
was until recently the largest investor in Krafhilst 3G, a Brazilian private equity firm, purchddgdurger
King outright (New York Times, 2011; Arnold, Lucard Bevins, 2010). Even the distinction betweenlfoo
corporations and financial organisations is becgrbilurred; the food conglomerate Cargill runs itsasset
management company, Black River Asset Managemedtireay register as a swap dealer in the US
derivatives markets, making it subject to similales to investment banks (Cargill, undated; Me26d,1).

While financialisation is apparent across the fegstem, perhaps the closest related phenomenon to
speculation in commodity markets is the increasmtgrest in agricultural land as an investment-eaited

‘land grabbing’. The rise in commaodity prices ind&) and the decline in investment returns elsewlase

had the effect of increasing investment interestgricultural land, particularly in sub-Saharanigdr

Financial companies are attracted by the likelyrapigtion of land values, the use of land as a Gedginst
inflation, and the potential for long-term retu@®eininger et al, 2011, pxxv, pxxxii, p2). Emergésset
Management, a UK based company, reportedly owtsases 100,000 hectares in Africa and targets &nnua
returns of 25% (Schaffler et al, 2011). Interestaslimited to Africa however, with Galtere, a W8sed fund
manager, hoping to attract $1billion of investmierd fund focused on agricultural projects in Braaruguay
and Australia (Reuters, 2010).

9. Concluding remarks

Addressing the impact of wider structural econoimiltiences such as dependency of the economy on
economic growth and financialisation within the dagystem is well beyond the scope of this papeis asy
detailed investigation into the impact of finandralestors in land. This author’s view is that itl\lwe hard for
our global food system to meet the needs of peegleecially the most vulnerable people, if theariof
powerful interests within it is limited only to iegtment return. The concepts of a precautionaryoaph and
social value, applied to the speculation debate@lmay prove to be useful tools in the wider crinté the
food sector by providing alternatives to convergioeconomic arguments, giving the benefit of thelddo
people rather than profit, and considering socdlies as well as investment return. Ultimatelydteation of
a fairer and more sustainable food system is depdrah the creation of an economic and financrakcstire
which, in distributing investment funds, recogniiesse values alongside income generation.
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